
desarrollado, separadarnente, destrezas cornplernentarias.

Estas destrezas complementarias al cornbinarse, Ie perrnitiran

a ambas compafiias mantener y mejorar la calidad y eficiencia

de los servicios que estas ofrecen.

9. Cumplirniento con los Requisitos Reglamentarios: La

fusi6n corporativa no afectara la autoridad reguladora de la

• Atlantic. Conforme a esto, GTE y Bell Atlantic han

Junta sobre la PRTC. Con referencia a la prestaci6n de

requeridos por la Junta y cuando la PRTC este lista para un

cambio tarifario, 0 en los terrninos y condiciones de sus

servicios 0 para introducir nuevos servicios, esta, segUn sea

servicio conmutado local ("local exchange service"), los

clientes de la PRTC continuaran recibiendo los mismos

productos y servicios que recibian antes de la fusi6n

• corporativa . La PRTC continuara radicando los informes

necesario, solicitara a la Junta la correspondiente

•
---------~«-

autorizaci6n.

10. No Efecto Anti-Competitivo.

GTE Y Bell Atlantic no compiten en el rnercado de Puerto

Rico; por 10 tanto la transacci6n propuesta no tendra ningun

impacto adverso en la libre competencia en la prestaci6n de

servicios de telecornunicaciones propiciada por la Ley de
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• Telecomunicaciones de 1996 y la Ley Num. 213 .

VI. INPORMACION GENERAL:

1. Bell Atlantic es una corporaci6n creada y existente

bajo las leyes del estado de Delaware. Su oficina principal

esta localizada en el 1095 Avenue of las Americas, New York,

New York 10036. Su telefono es (212) 395-2121.

2. Los Oficiales de Bell Atlantic son:

•

•

Raymond w. smith

Ivan G. Seidenberg

Lawrence T. Babbio, Jr.

James G. Cullen

Jacquelyn B. Gates

Alexander H. Good

Melvin Meskin

Patrick F.X. Mulhearn

Donald J. Sacco

Frederic V. Salerno

Doreen A. Toben

Chairman of the Board and Chief
Executive Officer

Chairman and
Chief Operating Officer

President and Chief Executive
Officer-Network Group

Chairman-Global Wireless Group

President and Chief Executive
Officer-Telecom Group

Vice President-Ethics,
Compliance, Diversity and
Organization Development

Executive Vice President-Strategy
and Corporate Development

Vice president-Comptroller

Vice president-Corporate
Communications

Executive Vice President-Human
Resources

Senior Executive Vice President
and Chief Financial Officer/
Strategy and Business Development

Vice President and Chief Financial
Officer-Telecom Group
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• Chester N. Watson

Morrison DeS. Webb

Ellen C. Wolf

James R. Young

Vice President-Internal Auditing

Executive Vice President-External
Affairs and Corporate Communications

Vice President-Treasurer

Executive Vice President-General
Counsel

•

•

3. Los Directores de Bell Atlantic son:

Lawrence T. Babbio, Jr.
Richard L. Carrion
James G. Cullen
Lodewijk J.R. de Vink
James H. Gilliam, Jr.
Stanley P. Goldstein
Helene L. Kaplan
Thomas H. Kean
Elizabeth T. Kennan
John F. Maypole
Joseph Neubauer
Thomas H. O'Brien
Eckhard Pfeiffer
Hugh B. Price
Rozanne L. Ridgway
Frederic V. Salerno
Ivan G. Seidenberg
Walter V. Shipley
Raymond W. Smith
John R. Stafford
Morrison DeS. Webb
Shirley Young

4. Como Anejo V se incluye declaraci6n de Alan Bulliner,

con relaci6n a la capacidad financiera de Bell Atlantic.

5. Como Anejo VI se incluye declaraci6n de Ivan

Seidenberg, Chairman and Chief Executive Officer de Bell

Atlantic sabre la reputaci6n moral de la corporaci6n.

6. Como Anejo VIr se incluye un Certificado de Good

Standing de Bell Atlantic Corporation .
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• VJ:J:. FtJ'NDAMBNTOS PARA LA FUSJ:ON:

Bell Atlantic y GTE se fusionaran porque, a largo plazo,

estas como una entidad combinada podra alcanzar mas facilmente

sus metas y objetivos en un mercado de telecomunicaciones cada

vez mas competitivo. Aunque GTE Y Bell Atlantic han

perseguido dichas metas por separado, la naturaleza cambiante

de la industria de las telecomunicaciones en los Estados

Unidos y Puerto Rico hace deseable para estas unir sus

recursos y experiencia.

telecomunicaciones• Debido a la tecnologfa,

ha cambiado,

la

las

industria

expectativas

de

de

las

los

•

consumidores y la polftica pUblica han cambiado drasticamente

durante los ultimos cinco afios. Los avances de la tecnologfa

han expandido las opciones disponibles para los consumidores,

quienes entonces crean una demanda por nuevos servicios y

proveedores. La Ley de Telecomunicaciones de 1996 y la Ley

Num. 213 han reconocido estos cambios y de conformidad, han

abierto las puertasa la competencia.

GTE Y Bell Atlantic se fusionaran para asf poder alcanzar

sus metas mutuas en un ambiente cambiante. Primero, cada

-18-



• campania quiere asegurar que en relacion con la competencia,

esta se mantiene como una fuerte y saludable proveedora de

servicios b.3.sicos de telecomunicaciones en sus territorios

actuales. Segundo, cada compania quiere convertirse en una

proveedora completa de servicios de telecomunicaciones

integrados, capaz de ofrecer servicios de "packed voice",

informacion, larga distancia, video, inalambricos y otros

servicios avanzados e innovadores a clientes comerciaI"es y

residenciales. Tercero, cada compania desea tener presencia

•

•

nacional, con capacidad de competir no solo en mercados

competitivos de clientes comerciales, sino tambien por

clientes residenciales. La meta de ambas companias es la

competencia en todos los mercados, conforme a sus compromisos

de muchos anos para el servicio universal.

La compania resultante de la fusion, operando con

recursos, administracion, personal y experiencia tecnica

combinadas, tendra mayor capacidad financiera y operacional

que ninguna de elIas por si sola. La fusion corporativa casi

duplicara el tamano de cada compania, la que recibira ingresos

de una amplia base nacional de servicios y clientes. Los

recursos, administracion y personal combinado de Bell Atlantic

y GTE resultaran en operaciones corporativas mas eficientes

-19-
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•

•

que reflejaran las mejores prac.ticas de ambas compafiias,

creando una entidad fusionada mas s6lida y competitiva.

Conforme a esto, la entidad resultante de la fusi6n, en el

largo plazo, convertira los beneficios de las compafiias

matrizes en mayores recursos para las operaciones en Puerto

Rico.

SUPLICA

POR TODO LO CUAL, GTE Y Bell Atlantic respetuosamente

solicitan de esta Honorable Junta que autorice la fusi6n

corporativa entre GTE Corporation y Bell Atlantic Corporation

por ser dicha fusi6n c6nsona can los mejores intereses del

pueblo de Puerto Rico y estar de acuerdo con la Ley de

Telecomunicaciones de 1996 y la Ley Num. 213.

En San Juan, Puerto Rico, hoy dia ~6 de agosto de 1999 .
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GTE CORPORATION and

BELL ATLANTIC CORPORATION

By: O'Neill & Borges

I.~
waiter F. Chow
Colegiado Num. 5,784

Ed rdo Nieves iles
Colegiado Num. 12,629

PUERTO RICO TELEPHONE COMPANY
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1. ANEJO I

2. ANEJO II

3. ANEJO III

4. ANEJO IV

5. ANEJO V
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List. de AnejoB

"Agreement and Plan of Merger Dated as of
July 27, 1998 among Bell Atlantic
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"1997 BELL ATLANTIC CORPORATION ANNUAL
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THE SECURITIES EXCHANGE ACT OF 1934".
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_.• AGREEMENT AND PLAN OF MERGER

This AGREEMENT AND PLAN OF :MERGER (this "Agreement"), dated as ofJuly
27, 1998 ("the date hereof'), is entered into by and among Bell Atlantic Corporation, a
Delaware corporation ("Bell Atlantic"), Beta Gamma Corporation, aNew York corporation
and awholly owned subsidiary ofBell Atlantic ("Merger Subsidiary"), and GTE'Corporation,
a New York corporation ("GTE").

WHEREAS, the Board ofDirectors of each ofBell Atlantic, Merger Subsidiary and
GTE has deteImined that it is in the best interests of its stockholders that Bell Atlantic and
GTE enter into a business combination under which a subsidiary ofBell Atlantic will merge
with and into GTE pursuant to the Merger (as defined in Section 1.1 hereof) and Bell Atlantic
and GTE desire to enter into the "merger ofequals" transaction contemplated hereby, and, in
connection therewith, to make certain representations, warranties and agreements;

WHEREAS, as a conditionto, and immediately after, the execution ofthis Agreement,
and as a condition to the execution ofthe Bell Atlantic Option Agreement (as defined below),
GTE and Bell Atlantic are entering -into a stock option agreement (the "GTE Option
Agreement") in the form attached hereto as Exhibit A;

-
WHEREAS, as a conditionto, and immediately after, the executionofthis Agreement,

and as a condition to the execution ofthe GTE Option Agreement, GTE and Bell Atlantic are
entering into a stock option agreement (the "Bell Atlantic Option Agreement", and together
with the GTE Option Agreement, the "Option Agreements") in the form attached hereto as
ExhibitB;

WHEREAS, the Board ofDirectors ofeach ofBell Atlantic, Merger Subsidiary and
GTE has determined that the Merger and the other transactions contemplated hereby are
consistent with, and in furtherance of, its business strategies and goals and bas approved the
Merger upon the tenDs and conditions set forth herein;

WHEREAS, for federal income tax PUIpOses, it is intended that the Merger shall
constitute a tax-free reorganization under Section 368 ofthe Internal Revenue Code of1986,
as amended (the "Code"); and

WHEREAS, for accounting pmposes, it is intended that the Merger shall be accounted
for as a pooling of interests under United States generally accepted accounting principles
("GAAP");
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NOW, TIIEREFORE, in consideration ofthe foregoing and the mutual covenants and
agreements herein contained, and intending to be legally bound hereby, the parties hereto
hereby agree as follows:

ARTICLE I - THE MERGER

SECTION 1.1-The Merger. At the EffectiveTime (as defined in Section 1.2 hereof)
and subject to and upon the terms and conditions of this Agreement and the New York
BusinessCorporationLaw("NYBCL"), MergerSubsidiarywillbe mergedwith and into GTE
(the "Merger"), wherebythe separatecorporateexistence ofMergerSubsidiary shall cease and
GTE sbaIl continue as the surviving corporation which shall be a wholly-owned subsidiary of
Bell Atlantic. OTE as the surviving corporation after the Merger is herein sometimes refetred
to as the "Surviving Corporation" and Merger Subsidimy as the non-surviving corporation
after the Merger is~ sometimes referred to as the "Merged Corporation." -GTE, Bell
Atlantic and Merger Subsidiary are herein refem:d to collectively as the "Parties" and each

. individually as a "Party."

SECTION 1.2 - Effictive TIme. -As promptly as practicable after the satisfaction or
-waiver oftbe conditions set forth inArticle vm hereofand the consummation ofthe Closing
re{ened to in Section 7.2(b) hereof, the Parties shall cause the Merger to be consummated by
filing a Certificate ofMergerwitbthe SecretaryofState ofthe StateofNew York with respect
to the Merger, in such form as required by, and executed in accordance with, the relevant
provisions of the NYBCL (the time ofsuch filing being the "Effective Time").

SECTION 1.3 - Efficl ofthe Merger. At the Effective Tune, the effectofthe Merger
shall be as provided in the applicable provisions of the NYBCL. Without limiting the
generality ofthe foregoing, and subject thereto~ 8t theEffective Tune all the property, rights,
privileges, powers and franchises ofGTE and Merger Subsidiary~ continue with, or vest
in, as the case may be, GTE as the Surviving Corporation, and all debts, liabilities and duties
ofOTE and Merger Subsidiary shall continue to be, or become, as the case may be, the debts,
liabilities and duties of GTE as the Surviving Corporation. As of the Effective Time, the
Surviving Corporation shall be a directwhoUy-owned subsidiary ofBell Atlantic.

SECTION 1.4 - Subsequent Actions. If at any time after the Effective Tune the
Surviving CoIpOration shall consider or be advised that any deeds, bills ofsale, assignments,
assurancesorany other actions or things are necessary ordesirable to continue in,vest, perfect
or confirm ofrecord or otherwise in the Surviving Corporation its right, title or interest in, to
orunderany ofthe rights, properties,privileges, franchises or assets ofeitherofitsconstituent
corporations acquired or to be acquired by the Surviving Corporation as a result of, or in
connection with, the Merger or otherwise to carry out this Agreement, the officers and
directors ofthe Surviving Corporation shall be directed andauthorized toexecute and deliver,
in the name and on behalfofeither ofsuch constituent corporations, all such deeds, bills of
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--. sale, assignments and assmances and to take and do, in the name and onbehalfofeach ofsuch
corporations or otherwise, all such other actions and things as may be necessary or desirable
to vest, perfect or confirm any and all right, title and interest~ to and under such rights,
properties, privileges, franchises or assets in the Surviving Corporation or otherwise to carry
out this Agreement.

SECTION 1.5 - Certificate of Incorporation; Bylaws; Directors and Officers of
Surviving Corporation. Unless otherwise agreed by GTE and Bell Atlantic before the ,_
Effective Time, at the Effective Time:

(a) the Certificate oflncorporation ofGTE as the Surviving Corporation shall be
the Certificate ofIncorporation ofGTE as in effect immediately prior to the Effective Tune,
until thereafter amended as provided by law and such Certificate ofIncorporation;

(b) the Bylaws ofGTE as the Surviving Corporation shall be the Bylaws ofGTE
. immediately prior to the Effective TlDle, until thereafter amended as provided by law and the

Certificate ofIncorporation and the Bylaws ofsuch Smviving Corporation; and

(c) the directors and officers ofOTEimmediatelyprior to the Effective Time shall
.continue to serve in their~yeoffices ofthe Smviving Corporation from and after the .
Effective Time, in each case until their successors are elected or appointed and qualified or
until their resignation or removal. Ifat the Effective Tune a vacancy shall exist on the Board
of Directors or in any office of the Surviving Corporation, such vacancy may thereafter be
filled in the manner provided by law and the Bylaws ofthe Surviving Corporation.

ARTICLE n - EFFECf ON STOCK OF THE SURVlYlNG
CORPORATION AND THE MERGED CORPORATION

SEcnON 2.1 - Conversion ofSecurities. The manner and basis ofconverting the
shares ofcommon stock ofthe Surviving Corporation and oftbe Merged CoIporation at the
Effective Time, by virtueofthe Merger and withoutany action onthe part ofany ofthe Parties
or the holder ofany ofsuch securities, sball be as hereinafter set forth in this Article n.

SECTION 2.2 - Conversion o/Shores. (a) Subject to Section 2.7, each share of
common stock, par value SO.05 per share, of GTE ("GTE Common Stock") issued and
outstanding immediately before the Effective Tune (excluding those cancelled pursuant to
Section 2.3) and all rights in respect thereof, shall at the Effective Tune, without any action
on the part ofany holder thereof, be converted into and become 1.22 shares ofcommon stock,
par value $0.10 per share, of Bell Atlantic ("Bell Atlantic Common Stock"). Such ratio of
GTE Common Stock to Bell Atlantic Common Stock is herein referred to as the "Exchange
Rati "o.
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(b) As ofthe Effective T1II1e~all sharesofGTE Common Stockconverted pursuant
to Section 2.2(a) shall no longer be outstanding and shall automatically be cancelled and
retired and shall cease to exist, and each holder of a certificate (each, an "Old Certificate")
representing any such shares of GTE Common Stock shall cease to have any rights with
respect thereto, except the right to receive shares of Bell Atlantic Common Stock, in
accordance with Section 2.2(a)~ certain dividends or other distributions in accordance with
Section 2.S(b) and any cash in lieu offractional shares ofBell Atlantic Common Stock to be
issued or paid in consideration therefor upon surrender ofsuch certificate in accordance with
Section 2.5, without interest.

(c) For all purposes ofthis Agreement, unless otherwise specified, each share of
GTE Common Stock held by employee stock ownership plans ofOTE (i) shall be deemed to
be issued an4 outstanding, (il) shall not be deemed to be held~ the treasury ofGTE and (iii)
shall be converted into shares of Bell Atlantic Common Stock in accordance with the
Exchange Ratio.

SEcnON 2.3 - Cancellation ofTreasury Shares and Bell Atlantic-owned Shares.
At the Effective Time, each share of GTE Common Stock held in the treasuIy of GTE or
owned by Bell Atlantic immediately prior to the Effective Time shall be cancelled and retired
and no shares ofstock. or other securities ofBell Atlantic or the Surviving Corporation shall
be issuable, and no payment or other consideration shall be mad~with respect thereto.

SECTION 2.4 - Conversion of Common Stock of the Merged Corporation into
Common"Stock ofthe Surviving Corporation. At the Effective TlJDe~ each share ofcommon
stock ofMerger Subsidiary issued and outstanding iJ;nmediately prior to the Effective Tune,
andall rights inrespect thereof, shan, withoutany actiononthe partofBell Atlantic, forthwith
cease to exist and be converted into 1,000 validly issued, fully paid and nonassessable shares
ofcommon stock, par Value SO.05 per share, of the Surviving Corporation (the "Surviving
Corporation Common Stock"). Immediately after the Effective TlJDe and upon smrender by
Bell Atlantic of the certificate representing the shares of the common stock of Merger
Subsidiary, GTE as the Surviving Corporation shall deliver to Bell Atlantic an appropriate
certificate or certificates representing the Smviving Corporation Common Stock created by
conversion of the common stock ofMerger Subsidiary owned by Bell Atlantic.

SECTION 2.5- Exchange Procedures. (a) Subjectto the terms and conditions hereof,
atorprior to the Effective Time Bell Atlantic and GTE shalljointlyappointanexchange agent
(the "Exchange Agent") to effect the exchange ofOld Certificates for Bell Atlantic Common
Stock in accordance with the provisions ofthisArticlen. At the Effective Time~ Bell Atlantic
shall deposit, or cause to be deposited, with the Exchange Agent certificates representing Bell
Atlantic Common Stock for exchange for Old Certificates in accordance with the provisions
of Section 2.2 hereof (such certificates, together with any dividends or distributions with
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respect thereto, being herein referred to as the "Exchange Fund"). Commencing immediately
after the Effective Time and until the appointment ofthe Exchange Agent shall be terminated,
each holder ofan Old Certificate may surrender ~e same to the Exchange Agent, and, after
the appointment ofthe Exchange Agent shall be tenninated, any such holder may surrender
any such certificate to Bell Atlantic. Such holder shall be entitled upon such SUII'CIlder to
receive in exchange therefor a certificate or certificates representing the number of whole
shares of Bell Atlantic Common Stock such holder bas a right to receive in accordance with
Section 2.2 hereof, certain dividends or other distributions in accordance with Section 2.5(b)
hereof, and acash payment in lieu offtactional shares, ifany, in accordance with Section 2.7
hereof, and such Old Certificate shall forthwith be cancelled. The whole shares of Bell
Atlantic Common Stock to be delivered to such holder shall be delivered in book entry fonn,
unless such holder shall timely elect in writing to receive the certificates representing such
shares.

Unless andUntil any such Old Certificate is so SUII'eD.dered, and except as may be determined
. by Ben Atlantic for a period not to exceed six months after the Effective Time, no dividend

or other distribution, ifany, payable to the holders ofrecord ofBen Atlantic Common Stock
as ofany date subsequent to the Effective Time shall be paid to the holder ofsuch certificate
in respect thereof. Except as otherwise provided in Section 2.6 hereof, upon the surrender of
any such Old Certificate, however, the record holder of the certificate or ~cates
representing shares ofBell Atlantic Common Stock issued in exchange therefor shall receive
from the Exchange Agent or from Bell Atlantic, as the case may be, payment of the amount
ofdividends and other distributions, ifany, which as ofany date subsequent to the Effective
Tune and until such surrender shall have become payable and were not paid with respect to
such number of shares of Bell Atlantic Common Stock ("Pre-Surrender Dividends"). No
interest shall be payable with respect to the payment ofPre-~urrenderDividends upon the
surrender ofOld Certifieates. After the appointmeritofthe Exchange Agent shall have been
terminated, any holdersofOldCertificates whichhave notreccived payment ofPre-Sunender
Dividendssha1llookonly to Bell Atlantic forpayment thereof. Notwithstanding the foregoing
provisions ofthis Section 2.5 (b), neither the Exchange Agent nor any party shall be liable to
a holder of an Old Certificate for any Bell Atlantic Common Stock, any dividends or
distnDutionsthereon orany cash payment for fractional sharesas contemplatedby Section2.7,
delivered to a public official pursuant to any applicable abandoned property, escheator similar
law or to a transferee pursuant to Section 2.6 hereof.

(b) Notwithstanding anything herein to the contrary, certificates surrendered for
exchange by any "affiliate" of GTE shall not be exchanged until Bell Atlantic shall have
received a signed agreement from such "affiliate" as provided in Section 7.14 hereof.

SECTION 2.6 - Trlmsfer Books. The stock transfer books ofGTE shall be closed at
the Effective Time and no transfer of any shares of GTE Common Stock will thereafter be
recorded on any ofsuch stock transfer books. In the event ofa transfer ofownership ofGTE
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Common Stock that is not registered in the stock transfer records of GTE at the Effective
Time, a certificate or certificates representing the number of whole shares of Bell Atlantic
Common Stock into which such shares of GTE Common Stock shall have been converted
shall be issued to the transfetee together with a cash payment in lieu of fractional shares, if
any, inaccordance with Section2.7 hereof, and·a cash payment in the amountofPre-Surrender
Dividends, ifany, in accordance with Section 2.5 (b) hereo( ifthe Old Certificate therefor is
surrendered as provided in Section 2.5 hereof, accompanied by all documents required to
evidence and effect such transferand by evidence ofpayment ofany applicable stock transfer
tax. The whole shares ofBell Atlantic Common Stock to be delivered to such holder shall be
delivered in book entry form, unless such bolder shall timely elect in writing to receive the
certificates representing such shares.

SECTION 2.7 - No Fractional Share Certificates. (a) No scrip or fractional share
certificate for Bell Atlantic Common Stock will be issued in certificated or book entry form
upon the surrender for exchange of Old Certificates, and aD outstanding fractional share

- interest will not entitle the owner thereof to vote, to receive dividends or to any rights of a
stockholder ofBell Atlantic or of the Surviving Corporation with respect to such fractional
share interest.

(b) As promptly aspracticable following the Effective Time, the Exchange Agent
shall determine the excess of (i) the number ofwhole shares ofBell Atlantic Common Stock
to be issued and delivered to the Exchange Agent pursuant to Section 2.5 hereofover (il) the
aggregate numberofwhole shares ofBell Atlantic Common Stockto be distributed to holders
of GTE Common Stock pmsuant to Section 2.5 hereof (such excess being herein called
"ExcessShares"). Following the Effective Time, the Exchange Agent, as agent for the holders
ofGlECommon Stock, shall sell the Excess Shares at then prevailing prices onthe NewYork
StockExchange(the "NYSE"), all in the mannerproVided in subsection (c) ofthis Section2.7. -

(c) . The sale ofthe Excess Shares by the Exchange Agent shall be executed on the
NYSE through one or more member firms ofthe NYSE and shall be executed in round lots
to the extent practicable. The Exchange Agent shall use all reasonable efforts to complete the
sale of the Excess Shares as promptly following the Effective Tune as, in the Exchange
Agent's reasonable judgment, is practicable consistent with obtaining the best execution of
such sales in light of prevailing market conditions. The Exchange Agent shall, out of the
proceeds from the sale ofthe Excess Shares, pay all commissions, transfer taxes and otherout­
of-pocket transaction costs, including the expenses and compensationofthe Exchange Agent,
incurred inconnectionwith such sale ofthe Excess Shares. Until the netproceeds ofsuch sale
or sales have been distributed to the holders ofGTE Common Stock,the Exchange Agent will
hold such proceeds in trust for the holders ofGTE Common Stock (the "Common Shares
Trust"). The Exchange -Agent shall determine the portion of the Common Shares Trost to
which each holderofGTE Common Stock shall be entitled, ifany, bymultiplying the amount
of the aggregate net proceeds comprising the Common Shares Trust by a fraction the
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numerator of which is the amount of fractional share interests to which such holder ofGTE
Common Stock is entitled (after taking into account all shares ofGTE Common Stock held
at the Effective Tune by such holder) and the denominator ofwhich is the aggregate amount
of fractional share interests to which all holders of GTE Common Stock are entitled.

(d) Notwithstanding the provisions ofsubsections (b) and (c) ofthis Section 2.7.
GTE and Bell Atlantic may agree at their optio~exercised prior to the Effective Time, in lieu
of the issuance and sale ofExcess Shares and the making of the payments contemplated in
such subsections, that Bell Atlantic shall ply to the·Exchange Agent an amount sufficient for,
the Exchange Agent to pay each holder ofGTE Common Stock an amount in cash equal to
the productobtainedby multiplying (i) the fractional share interesttowhich such holderwould
otherwise be entitled (after taking into account all shares ofGTE Common Stock held at the
Effective Tune by such holder) by (ii) the closing price for a share ofBell Atlantic Common
Stock on the NYSE Co~positc Transaction Tape on the first business day immediately
following the Effective Time. and. in such case, all references herein to the cash proceeds of

.the sale ofthe Excess Shares and siri:1ilar references shall be deemed to mean and refer to the
payments calculated as set forth in this subsection (d). In such event, Excess Shares shall not
be issued or otherwise transferred to the Exchange Agent pursuant to Section 2.5 (a) hereof
or, ifpreviously issued. shall be returned to Bell Atlantic for cancellation.

(e) As soon as practicable after the determination ofthe amounts ofcash, ifany,
to be paid to holders ofGTE Common Stockwith respect to any fractional share interests, the
Exchange Agent shall make available such amounts, net ofany required withholding, to such
holders ofOTE Common Stock, subject to.and in accordance with the terms ofSeetion 2.5
hereof.

(f) Any portion of the Exchange Fund' aDd the Co~on Shares Trust which
remains undistributed for six months after the Effective Tune shaJl be delivered to Bell
AtlaDtic, upon demand. and any holders ofGTE Common Stock who have not theretofore
complied with the provisions of this Article n shall thereafter look only to Bell Atlantic for
satisfaction of their claims for Bell Atlantic Common Stock. any cash in lieu of fractional
shares ofDell Atlantic Common Stock and any Pre-Smrender Dividends.

SECTION2.8- Options to Purchase GTECommon Stock. (a) At the EffectiveTime,
each option or wmant granted by GTE to pmchase shares ofGTE Common Stock which is
outstanding and unexercised immediately prior to the Effective Tune shall be assumed by Bell
Atlantic and converted into an option or warrant to purchase shares ofBell Atlantic Common
Stock in such amount and at such exercise price as provided below and otherwise having the
same terms and conditions as are in effect immediately prior to the Effective Time(except to
the extent that such terms, conditions and restrictions may be altered in accordance with their
terms as a result of the transactions contemplated hereby):
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(i) the number of shares of Bell Atlantic Common Stock to be
subject to the new option or warrant shall be equal to the product of (x) the
number of shares of GTE Common Stock subject to the original option or
wanant and (y) the Exchange Ratio;

(ii) the exercise price per share of Bell Atlantic Common Stock
under the new option or warrant shall be equal to (x) the exercise price per
share ofthe OrE Common Stockunder the original option or warrant divided
by (y) the Exchange Ratio; and

(ill) upon each exercise ofoptions or wammts by a holder thereot:
the aggregate number of shares ofBell Atlantic Common Stock deliverable
upon such exercise shall be rounded down, ifnecessary7 to the nearest whole
share and the aggregate exercise price shall be rounded UP7 ifnecessary7to the
Dearest cent. .

The adjustments provided herein with respect to any options which are "incentive stock
options" (as defined in Section422 ofthe Code) shall be effected in a manner consistent with
Section 424(a) ofthe Code. .

.(b) At the Effective Time,·each stock appreciation right ("SAR") with respect to
GTE Common Stock which is outstanding and unexercised immediately before the Effective
Time shall be converted into an SAR with respect to shares ofBell Atlantic Common Stock
on the same terms and condi~oDSas are ineffect immediately prior to the Effective Time, with
the adjustments set forth in subsection (a) ofthis Section 2.8.

SECTION2.9-RestrictedSiock. Atthe EffeCtiveT~any shares ofGTE Common
Stockawardedpursuant to anyplan, arrangementortransaeti~and outstanding immediately
prior to the Effective Tune shall be converted into shares ofBell.Atlantic Common Stock in
accordance with Section 2.2 hereof, subject to the same terms7conditions and restrictions as
in effect immediately prior to the Effective Tune7 except to the extent that such terms7
conditions and restrictions may be altered in accordance with their tenns as a result of the
transactions contemplated hereby.

SECTION 2.10 - Certain Adjustments. Ifbetween the date hereofand the Effective
Time7the outstanding shares ofOTE Common Stockor ofBell Atlantic Common Stock shall
bechanged intoa differentnumberofshares byreasonofanyreclassifieatio~recapitalization,
split-UP7 combination or exchange ofs~ or any dividend payable in stock or other
securities shall be declared thereon with a record date within such period, the ExchangeRatio
shall be adjusted accordingly to provide to the holders of OTE Common Stock and Bell
Atlantic Common Stock the same economic effect as contemplated by this Agreement prior
to such reclassification, recapitalization, split-UP7 combination, exchange or dividend
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ARTICLE In-CERTAIN ADDITIONAL MAITERS

SECTION 3.1 - Certificate ofIncorporation and Bylaws ofBell Atlantic. At the
Effective Time and subject to and upon the terms and conditions of this Agreement and the
General Corporation Law of the State of Delaware ("DGCL"), Bell Atlantic shall cause the
Certificate of Incorporation ofBell Atlantic and the Bylaws ofBell Atlantic to be amended
and restated to incorporate the provisions set forth in Appendices I-A and I-B hereto,
respectively. Such amendment and restatement ofthe Bell Atlantic Certificate ofIncorpora­
tion and amendment and restatement of the Bell Atlantic Bylaws are referred to herein as the
"Certificate Amendment" and the "Bylaws Amendment," respectively.

SECTION 3.2 - Dividends. Each ofGTE and Bell Atlantic shall coordinate with
the other the declaration of, and the setting ofrecord dates and payment dates for, dividends
on GTE Corpmon Stock and Bell Atlantic Common Stock so that holders ofGTE Common
Stock do not (i) receive dividends on both GTE Common Stack and Bell Atlantic Common

. Stock received in connection with the Merger in respect ofany calendar quarter or (li) fail to
receive a dividend on either GTE Common Stock or Bell Atlantic COmmon Stock received
in connection with the Merger in respect ofany calendar quarter.

SECTION 3.3 - Headquarters. GTE and Bell Atlantic agree that immediately
following the Effective Time"the headquarters ofBell Atlantic shall be located in New York,
New York.

SECTION 3.4 - Corporate Identity. GTE and Bell Atlantic agree that at the Effective
Time, the corporate name ofBell Atlantic shall be as shall have been agreed by the Parties.

ARTICLE IV - REPRESENTATIONS AND WARRANTIES OF GTE

. Except as expressly disclosed in the GTE Filed SEC Reports (as defined below)
(including all exJn'bits referred to therein) or as set forth in the disclosure schedule delivered
by GTE to Bell Atlantic on the date hereof{the "GTE Disclosure Schedule") (each section
ofwhich qualifies the correspondingly numbered representation and warranty or covenant
as specified therein), GTE hereby represents and wmants. to Bell Atlantic as follows:

SECTION4.1-OrganizationandQualification; Subsidiaries. EachofGTE andeach
of its Significant Subsidiaries is a corporation duly organized, validly existing and in good
standing under the laws ofits jmisdiction ofincoIpOration or organ j7lltion. Each ofthe GTE
Subsidiaries whic;h is not a Significant Subsidiazy is duly organized, validly existing md in
good standing under the laws of its jurisdiction of incorporation or organization, except for
such failure which, when taken together with all other such failures, would not reasonably be
expected to have a Material Adverse Effect on GTE. Each ofGTE and its Subsidiaries has the
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requisite corporate power and authority and any necessary governmental authority, franchise,
license, certificate or permit to own, operate or lease the properties that it purports to own,
operate or lease and to carry on its business as it is now being conducted, and is duly qualified
as a foreign corporation to do business, and is in good standing, in eachjurisdietion where the
character ofits properties owned, operated or leased or the nature ofits activities makes such
qualification necessary, except for such failure which, when taken togetherwithall other such
failures, would not reasonably be expected to have a Material Adverse Effect on GTE.

SECTION 4.2 - Certificate of Incorporation and Bylaws. GTE has heretofore
furnished, or otherwise made available, to Bell Atlantic a complete and correct copy of the
Certificate of Incorporation and the Bylaws, each as amended to the date hereof, of GTE.
SuchCertificate ofIncorporation and Bylaws are in full force and effect. NeitherGTE norany
of its Significant Subsidiaries is in violation of any of the provisions of its respective
Certificate ofIncorporation or, in any material respect, its Bylaws.. -

SECTION 4.3 - Capitalization. (a) The authorized capital stock of GTE consists
of (i) 9;217,764 shares of preferred stock, par value $50.00 per share, none of which are
outstanding or reserved for issuance, (ii) 11,727,502 shares of preferred stock, no par value
per share, none of which are outstanding and 700,000 of which have been reserved for
issuance inaccordance with the Rights Agreement (as definedbelow), and (iii) 2,000,000,000
shares ofGTE Common Stock, ofwhich, as ofJune 30, 1998, (A) 963;241;244 shares were
issued and outstanding, (B) 25,658,980 shares were held in the treasury ofGTE, (e) not more
than 50,000,000 shares were issuable upon the exercise ofoptions outstanding under the GTE
option plans, and (D) 31,603,945 shares were reserved for issuance in connection with other .
GTE Plans (as defined in Section 4.11(b) below). Except for GTE Equity Rights issued to'
GTE employees in the ordinary course ofbusiness.9.~,after the date hereof: as pennitted by
Section 6.2 hereoforpursuant to the Bell Atlantic Option Agreement, (i) since June 30, 1998,
no shares of GTE Common Stock have been issued, except upon the exercise of options
described in the immediately preceding sentence, and (ii) there are no outstanding GTE Equity
Rights. For purposes of this Agreement, "GTE Equity Rights" shall mean subscriptions,
options, wammts, calls, commitments, agreements, conversion rights or other rights of any
chatacter (cOntingent or otherwise) to purchase or otherwise acquire any shares ofthe capital
stock ofGTE from GTE or any ofGTE's Subsidiaries at any time, or upon the happening of
any stated event, except for rights granted under the Rights Agreement, dated as ofDecember
7, 1989 (the "GTE Rights Agreement"), between GTE and the Rights Agent (as defined
therein), and the Bell Atlantic Option Agreement. Section43 ofthe GTE Disclosure Schedule
sets forth a complete and accurate list ofcertain information with respect to all outstanding
GTE Equity Rights as ofJune 30, 1998.

(b) Except as set forth in Section 43 ofthe GTE Disclosure Schedule, pursuant to
the.Bell Atlantic Option Agreement, or, after the date hereof, as pennitted by Section 6.2
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hereof, there are no outstanding obligations of GTE or any of GTE's Subsidiaries to
repmcbase, redeem or otherwise acquire any shares ofcapital stock ofGTE.

(c) All of the issued and outstanding shares of GTE Common Stock are validly
issued, fully paid and nonassessable.

(d) All ofthe outstanding capital stock ofeach ofGTE's Significant Subsidiaries,
and all oCthe outstanding capital stock oCGTE's Subsidiaries owned directly or indirectly by
GTE, is duly authorized, validly issued, fully paid and nonassessable. All ofthe outstanding
capital stock ofeachofOTE's Significant Subsidiaries is owned by GTE free and clear ofany
liens, security interests, pledges, agreements, claims, charges or encumbrances. All of the
outstanding capital stock ofGTE's Subsidiaries owned directly or indirectlyby GTE is owned
free and clear of any li~ security interests, pledges, agreements, claims, charges or
encumbrances, except where such liens, security interests, pledges, agreements, claims,
charges orencumbrances would not, individually or in the aggregate, have a Material Adverse

. Effect on GTE. Except as hereafter issued or entered into in accordance with Section 6.2
hereof, there are no existing subscriptions, options, warrants, calls, commitments, agreements,
conversion rights or other rights of any character (contiilgent or otherwise) to purchase or
otherwise acquire from GTE or any ofGTE's Subsidiaries at any time, or upon the happening
of any stated event, any ~es.of the capital stock of any GTE Subsidiary, whether or not
presently issued or outstanding (except for rights of first refusal to purchase interests in
Subsidiaries which are not wholly owned by GTE), or any ofGTE's director indirect interests
in any Material Investment, and there are no outstanding obligations ofGTE or any ofOTE's
Subsidiaries to repurchase, redeem or otherwise acquire any shares ofcapital stock ofany of
OTE's Subsidiaries or secmities related to any investments, other than such as would not,
individually or in the aggregate, have a MaterialAd~~ Effect on GTE.

SECTION 4.4 - Authority Relative to this Agreement. GTE has the necessary
corporate power and authority to enter into this Agreement and, subject to obtaining the
requisite approval ofthe Merger Agreement by GTE's stockholders required by the NYBCL
(the "GlE StockholderApproval"), to perfonn its obligations hereunder. The execution and
deliveIy of this Agreement by GTE, and the consummation by GTE of the transactions
contemplated hereby, have been duly authorized by all necessary corporate action on the part
ofGTE, subject to obtaining the GTE Stockholder Approval. This Agreement has been duly
executed and delivered by GTE and, assuming the due authorization, execution and delivery
thereofby each ofBell Atlantic and Merger Subsidiary, constitutes a legal, valid and binding
obligation of OlE, enforceable against it in accordance with its terms, subject to applicable
bankruptcy, insolvency, reorganization, moratorium or other laws relating to or affecting the
rights and remedies ofcreditors generally and to general principles ofequity (regardless of
whether considered in a proceeding in equity or at law).
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SECTION 4.5 - No Conflict; RequiredFilings andConsents. (a) Except as descnbed
in subsection (b) below, the execution and delivery ofthis Agreement by GTE do not, and the
perfonnance ofthis Agreement by GTE will not, (i) violate or conflict with the Certificate of
Incorporation or BylaVit"S ofGTE, (il) conflict with or violate any law, regulation, court order,
judgment or decree applicable to GTE or any of its Subsidiaries or by which any of their
respective property or assets (including investments) is bound or affected, (iii) violate or
conflict with the Certificate of Inc~rporationor Bylaws of any of GTE's Subsidiaries, (iv)
result in any breach ofor constitute a default (or an event which with notice or lapse oftime
or both would become a default) under, or give to others any rights of tennination or
cancellation of, or result in the creation ofa lien or encumbrance on any ofthe properties or
assets (including investments) ofGTE or any ofits Subsidiaries pursuant to, result in the loss
of any material benefit under, or result in any modification or alteration of, or require the
consent ofany other party to, any contract, instrument, permit, license or :franchise to which
GTE or any ofits Subsidiaries is a party or by which GTE, any_ofsuch Subsidiaries or any of
their respective property or assets (including investments) is bound or affected, except, in the
case ofclauses (ii), (iii), and (iv) above, for conflicts, violations, breaches, defaults, results or
consents which, individually or in the aggregate, would not have a Material Adverse Effect
on GTE.

(b) Except for applicable requirements, if any, of state or foreign public utility
commissions or laws or similar local or state or foreign regulatory bodies or laws, state or
foreign antitrust or foreign investment laws and commissions, the Federal Communications
Commission, stock exchanges upon which securities ofOTE are listed, the Exchange Act, the
premerger notification requirements of the HSR Act, filing and recordation of appropriate
mergerorotherdocuments as required by the NYBCL and any filings required pursuant to any
state securities or "blue sky" laws or the rules ofany_.~licablestock exchanges, (i) neither
GTE nor any ofits Significant Subsidiaries is required to submit any notice, -report or other
filing with any federal, state, local or foreign govemment, any court, administrative,
regulatory or other governmental agency, commission or authority or any non-governmental
U.S. or foreign self-regulatory agency, commission orauthority or any arbitral tribunal (each,
a "Governmental Entity") in connection with the execution, delivery or performance ofthis
Agreement and (ii) no waiver, consent, approval orauthorization ofany Governmental Entity
is required to be obtained by GTE or any ofitS Significant Subsidiaries in connection with its
execution, delivery or performance ofthis Agreement. .

SECTION 4.6 -SEC Filings; Financial Statements. (a) GTE has filed all forms,
reports and documents required to be filed with the Secmities and Exchange Commission
("SEC") since January 1, 1995, and has heretofore delivered or made available to Bell
Atlantic, in the form filed with the SEC, together with any amendments thereto, its (i) Annual
Reports on FOIlD 10-K for the fiscal years ended December 31, 1995, 1996 and 1997, (ii) all
proxy statements relating to GTE's meetings ofstockholders (whether annual or special) held
since January 1, 1995, (iii) Quarterly Report on Form 1o-Q for the fiscal quarter ended Marth
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